DE 00-159

GRANI TE STATE ELECTR ¢ CavPANY
Def ault Service Cost Reconciliation Mechani sm

Order Nisi Approving Default Service Cost
Reconciliation Mechani sm

ORDER NO 23,558

Sept enber 25, 2000

On July 27, 2000, the Petitioner, Granite State
El ectric Conpany (the Conpany or Granite State), filed with
t he New Hanmpshire Public Uilities Conm ssion (Comm ssion) a
proposal for the inplenentation of a default service cost
reconciliation mechani smalong with supporting testinmony and
attachnments. The petition conplies with Order No. 23, 393,
(January 27, 2000) which directed the Conpany to propose a
specific nmechanismw thin six nonths of the issuance of the
order.

As described in the testinmony of Theresa M Burns,
Princi pal Financial Analyst for National Gid USA Service
Conpany, Inc.,the Conpany proposes to reconcile its total
costs of providing default service, including both procurenent
and adm nistrative costs, with its total default service
revenue through its Default Service Adjustnment Provision on an
annual basis. The Conpany argues that because the

adm ni strative activities associated with default service
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benefit all custonmers by ensuring a backstop source of
electricity, all customers should share the costs associ at ed
with providing default service. Ganite State proposes that
no interest accrue on the default service provision under- or
over-recovery account. In order to avoid nultiple rate
changes, Granite State requests that a 12 nonth Default
Servi ce Adjustnment Factor becone effective on January 1, 2001,
at the same tinme several of the Conpany’s other annual
reconciliations are revised.
We have reviewed the Conpany’ s petition and our
Staff’s recommendation to approve the petition as filed.
Currently there are no Granite State custoners
taking Default Service. |If we ordered that only default
custonmers pay for the cost of adm nistering Default Service,
t here could be no revenue to pay for this statutorily required
service. Under the assunption that there are default
custoners, the possibility of having a very small nunber of
default custoners entirely fund the Default Service
Adm ni strative Costs, which for the year October 1999 to
Sept enber 2000 are estimated at $5,706, is also troubling. In
addition to the issue of having an i nadequate nunber of
custonmers to fund the Default Service adm nistrative costs,

t he expected ebb and flow of default custoners would nake
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assi gnment of Default Service Adm nistrative Costs solely to
t hese custonmers difficult. The nunmber of default custoners
along with the Default Adm nistrative costs would need to be
estimated. An error in this estimate woul d cause an over-
recovery or under-recovery to the benefit or detrinent of
default custoners in the reconciliation period. Due to the
technical difficulties associated with assigning default
custonmers the full burden of adm nistrative costs, and because
the availability of default service acts as a safety net for
all of Granite State’s retail consuners, we will allow Granite
State to allocate the cost of Default Service adm nistration
anmong all of its retail custoners. We recogni ze RSA
374-F: 3, V(c) states that "[t] he cost of adm nistering default
service should be borne by the custoners of default service."
We find that inplenentation of default service based upon a
literal interpretation of this section would result in
anomal ous consequences that we do not believe the Legislature
i ntended. Generally, where a service is provided by a utility
in direct response to a specific statutory mandate, the
utility is given an opportunity to recover in rates the
prudent and just and reasonable costs for that service. Here,
Granite State is required to provide default service, but

because it currently has no custoners, the requirenents of RSA
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374-F: 3, V(c) would appear to require that Granite State
cannot charge for the adm nistrative costs of nmaking this
service avail abl e.

Simlarly, the provision of default service is
intended to inplenment the policy principle of Universal
Service - that "[e]lectricity service is essential and shoul d
be available to all." RSA 374-F:3, V(a). Yet, if there were
very few custonmers, a literal application of this section
woul d require that they bear the entire adm nistrative cost of
the service, without regard to how high the cost would be if
al l ocated anong a small nunber of users. This result would
appear to be contrary to the requirement that "m ninum
residential custonmer safeguards and protections should
remain.” |1d.

In either instance it appears that the result is
i nconsistent with |ong standing principles of utility
regul ation and the specific restructuring policy principles
that are the basis of RSA Chapter 374-F:3. It is a well
recogni zed principle of statutory construction that when
interpreting statutes one considers the entire statute as a
whol e and assunes that the Legislature would not enact

| anguage that |eads to an absurd result. See Atwood v. Owens,

142 NH 397, 398 (1997); Appeal of Ashland, 141 NH 336 (1996).
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Here, the | anguage regardi ng default customers nust be read so
as not to nullify the purpose of the entire statute. G ven
t he interdependent principles in the state’s restructuring
statute and the consequences of adopting a different approach
we find the proposed Default Service Reconciliation mechanism
to be in the public interest.

Nonet hel ess, because of the specific |anguage in RSA
374-F: 3, V(c) cited above, we believe the best approach is to
approve the recovery of default service costs through a nisi
order and provide all interested parties a full opportunity to
comment or request a hearing on our interpretation of the |aw.

In response to the Conpany’s request to not
accunul ate i nterest charges, we believe this will be to the
benefit of customers and will allow the Conpany to reconcile
its Default Service account w thout interest. The
reconciliation account will be based upon actual costs after
t hey have occurred, thus we woul d expect over-collections to
be rare.

Granite State estimtes the Default Service Charge
Adj ust ment Factor for the reconciliation period October 1,
1999 t hrough Septenber 30, 2000, which would be collected over
the period January 1, 2001 to Decenmber 31, 2001, will be only

$0. 00002 per kil owatt-hour, or about $20,000 in total.
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Because of the relatively small size of this charge, and for
adm nistrative efficiency, we will grant the Conpany’s request
to delay collection of the Default Service Adjustnment Factor
until January 1, 2001, sinultaneous with changes in several of
Granite State’'s other reconciliation charges.

Based upon the foregoing, it is hereby

ORDERED NI SI, that the proposed Default Service Cost
Reconciliation Mechanismis approved and it is

FURTHER ORDERED, that the nmechani sm becones
effective October 31, 2000; and it is

FURTHER ORDERED, that the Petitioner shall cause a
copy of this Order Nisi to be published once in a statew de
newspaper of general circulation or of circulation in those
portions of the state where operations are conducted, such
publication to be no | ater than October 2, 2000 and to be
docunmented by affidavit filed with this office on or before
Oct ober 16, 2000; and it is

FURTHER ORDERED, that all persons interested in
responding to this petition be notified that they may submt
their comments or file a witten request for a hearing on this
matter before the Conm ssion no |ater than October 16, 2000;
and it is

FURTHER ORDERED, that any party interested in
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respondi ng to such comments or request for hearing shall do so
no | ater than October 25, 2000; and it is

FURTHER ORDERED, that this Order Ni si shall be
effective October 31, 2000, unless the Conm ssion provides
otherwise in a supplenental order issued prior to the
effective date; and it is

FURTHER ORDERED, that the Petitioner shall file a
conpliance tariff with the Conm ssion on or before Novenber 1,
2000, in accordance with N.H Adm n. Rules, Puc 1603.02(b).

By order of the Public Utilities Conm ssion of New

Hampshire this twenty-fifth day of Septenber, 2000.

Dougl as L. Patch Susan S. Geiger Nancy Brockway
Chai r man Conmi ssi oner Conmmi ssi oner

Attested by:

Thomas B. CGetz
Executive Director and Secretary



